The year ended Januarv N ( was a year of Jramatic change tor Genesco. 


When rhe year began, management faced a significant 



challenge A U> of 5M million in NS'6 strained the Company financially. In June, rhe Board adopted a plan to 



with needed cash, and produced a gain is well. 


At the same time, management has Begun to address the Company’s operating problem* 



and continued improvement in operating performance is expected, bur there is still much work to do before reaching ir< profit objectives. 
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enesco’s JOHNSTON & MURPHY 
brand is one of the most respected names 
in footwear, and has been known for 
excellence since 1850. J&M is the only 
full line dress shoe resource in its price 
range. It offers men’s classic, updated and 
contemporary dress, casual and golf shoes 
through upper tier specialty and 
department stores, mailorder catalogs, 
better pro shops, and its own chain of 



over 90 retail shops, and 40 leased 
departments. 

The J&M customer looks for durable, 
stylish, comfortable quality footwear. He 
has learned that J&M stands behind its 
products. With JOHNSTON & 
MURPHY, he satisfies his practical 
footwear needs as well as his 
psychological need for self-expression 
and presrige. 



: ecause of economic difficulties in states 
highly dependent on oil related and 
agricultural industries, the market for 
western boots has been depressed and 
very competitive, but superior product 
and service have enabled both 
WRANGLER and LAREDO to gain 
market share during 1986. 

One reason for this gain has been the 
Roper boot — a short Wellington-style 



boot which has been offered in a wide 
range of colors. Consumer acceptance to 
its comfort and style features has been 
very encouraging. 1987 premises to be a 
better year for boots from a fashion point 
of view. The improved outlook in oil- 
related businesses also means better sales 
for boots. The improved market share 
and distribution gained during the diffi¬ 
cult market conditions in 1986 are 
beginning to pay off now. 


Boot 











ARMAN's thrust is to offer appropriate 
dress, casual and athletic footwear 
targeted to the contemporary man in the 
25-45 age group. In the coming year, a 
more contemporary fashion attitude will 
he directed to the consumer through a 
focused product mix and strong visual 
presentation. Through a continuing 
program of store modernization and 
training for store personnel, JARMAN 


1 ARDY continues to serve the footwear 
and personal accessory needs of fashion- 
and price-conscious men ages 13-30. 
HARDY provides a very strong visual 
presentation of "fashion forward'’ 
assortments in dress, casual, athletic and 
boot categories. 



will build customer satisfaction and loy¬ 
alty. This store in the Riverchase 
Galleria in Birmingham, Alabama is a 
good example of the JARMAN concept. 


Stores are located primarily in city busi¬ 
ness districts, strip shopping centers, and 
selected shopping malls. 









Genesco is a marketer/retailer of tixrtwear and men’s apparel to U.S. 
consumers in specific niches of the market v here it has or can 
establish a competitive advantage. 

As one of the leading American footwear marketers, Genesco supplies 
shoes for men, women and children as well ;is finished leather. The 
Company has approximately 700 shoe stores and leased shoe 
departments in the U.S. Products sold in these locations come from 
the Company’s own plants and from other d omestic and international 
resources. 

Genesco is also one of the largest makers of better grade tailored 
clothing in the U.S. 

Genesco is an equal opportunity employer and employs some 7,000 
people. 

Company operations compete with domestic manufacturers and 
importers from around the world for a share of the North American 
market for footwear and men’s apparel. 



1986 has seen Ralph Lauren establish 
himself as the leading American 
menswear designer of our time. Countless 
editorial features, including cover stories 
in Time, Forbes , and Architectural 
Digest , attest to his pre-eminence in 
this field. 

The Greit Companies is proud of its 
long association with Mr. Lauren, dating 
back to 1974 with the inauguration of 
the CHAPS label. This was one of the 


first licensing ventures for both Greif and 
Ralph Lauren. In 1980, Greif became the 
exclusive tailored clothing licensee for a 
second mens line, POLO UNIVERSITY 
CLUB. Our commitment to the Ralph 
Lauren name was strengthened in 1986 
with the formation of a separate Lauren 
division of Greif with its own sales 
organization and merchandising 
management. This will better insure the 
continued selective distribution of these 
high visibility and high quality products. 



The Greif Companies 
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12 months ended January 31, 

1987 

1986 


198? 

Sales 

$ 514,589 

$538,486 

$596,012 

15^288 

Pretax Earnings (Loss) 

15,220 

$(29,834) 

Net Earnings (Loss) 

20,426 

$(33,929) 

16,365 

Working Capital 

173,169 

140,661 

17 

8,172 

Cunent Ratio 

3.5 

3.1 


3.9 

Common Share Data: 





Primary Net Earnings (Loss) 

$ 1.20 

$ (2.39) 


.94 

Book Value 

2.45 

.77 


3.40 
























































Dear 

Shareholder 


The fiscal year ended January 31, 1987 was a year of dramatic 
change for Genesco. While we still have a long way to go in 
making Genesco the kind ot company it should he, I can report to 
you that a great deal of progress was made during the last year. 

When the year began, the Company faced significant problems. A 
loss of $34 million in fiscal 1986 strained the Company financially 
and we faced serious liquidity problems. In addition, the outlook for 
fiscal 1987 was for an operating loss. 

In response, we established a cash action plan early in the year to 
deal with out immediate liquidity problems. Through sales of fixed 
assets and tour business units, we raised approximately $27 million. 
This cash, together with letter of credit lines which are in place 
with four banks, satisfied our liquidity needs for the fiscal year. In 
addition, the requirement in Genesco Financial Corporations long¬ 
term loan agreement that GFC maintain firm bank lines has now 
been deleted. 

Next, we took a hard look at our Company and its longer-term 
prospects and problems. We had to formulate a strategy to operate 
within our own resources for several years until we could restore the 
Company’s earning power. That strategy' had to deal with heavy 
long-term debt payments due in 1988 and 1989, and it had to 
clearly set forth what businesses Genesco should retain. Finally, our 
strategy' had to address the need to make those remaining businesses 
profitable. 

In June, we adopted a restructuring plan which provides the 
foundation for our strategy. We determined that Genesco would be 
in the footwear and tailored clothing businesses in the United 
States. All other operations would be sold to raise sufficient cash to 
deal with our financial concerns. The plan, which has now been 
substantially completed, also did not require any net charges to 
current earnings. In fact, it produced a net gain. All that remains to 
complete implementation of this plan is the closing down of our 
Foot Scene chain of womens shoe stores, which is to be completed 
this year. Expected costs of closing these stores have already been 
provided for in our financial statements. 

As a result of these actions, our balance sheet shows substantial 
improvement over last year. Our current ratio improved from 3.1 to 
3.5, and our working capital increased by' $33,000,000. We continue 
to reduce our long-term debt, and we have no short-term debt. In 
addition, the $63,000,000 contract receivable from the sale of our 
Canadian operations shown on our balance sheet at January 31 was 
collected on February 6, significantly increasing our cash. 

We now have a three-year strategic plan to restore profits in our 
continuing operations, and our operations began to show progress 
last year. 

Our men’s tailored clothing operation, The Greif Companies, has 
turned its operating loss of $2.4 million, before $4.5 million in 
restructuring charges, in 1986 to a $2.5 million profit in 1987. Our 
footwear operation also had a good profit improvement, as you can 
see in the business segment information onvpage 23. In footwear, 


our Hardy chain increased sales and turned a loss in 1986 to a 
profit in 1987. Johnston & Murphy set new sales records for 1987, 
and substantially increased profits. Jarman leased departments 
continued its consistent record of success, and our Nashville Boot 
division earned money and increased market share, despite a decline 
in sales in a very competitive year for western boots. Our Factory' To 
You stores increased profits. Mitre successfully entered the softball 
and baseball markets and produced a 54% increase in profitable 
sales. Our footwear manufacturing operations continued to reduce its 
break-even level by closing two plants and significantly reducing its 
staff. Annual overhead expense within U.S. Footwear has been cut 
by $2,000,000. In addition to these operating improvements, which 
in part were brought about by expense reduction programs in our 
U.S. Footwear and Greif operations, we also reduced corporate staff 
expenses by more than $1,000,000 on an annual basis. 

These successes are somewhat masked by significant losses in two 
footwear divisions which had disappointing results for the year, but 
we believe they will show improvement this year. In the aggregate, 
operating income from continuing operations before restructuring 
charges exceeded the results our plans had called for. 

Included in fiscal 1987 s results were approximately $28.7 million of 
non-operating pre-tax gains. These gains came from reversal of 
excess reserves and gains on the sale of assets and are non-recurring. 
Because of these non-recurring gains, we do not expect next fiscal 
year’s net earnings to be as good as the year that just ended. 
However, we do believe that the operating progress that w-as made 
last year will continue. While growth is necessary, and we must 
begin to increase sales, our operating agenda for the year places our 
primary emphasis on improving profits. 

In January 1987, J. Owen Howell, Jr. w-as elected to the Company’s 
board of directors. Mr. Howell is an experienced businessman, with 
a substantial portion of his business experience in the footwear 
industry, primarily as a retailer. We believe his experience will be a 
great help to us, and we are pleased he has agreed to join the 
Genesco Board. 

Our objective is to develop Genesco into a profitable, growing 
company. With the continued good and had w'ork of our employees 
and the continued support of our customers, suppliers and 
shareholders, I’m confident we will achieve this objective. 
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Management’s 
Discussion 
And Analysis 
Of Financial 
Condition 
And Results Of 
Operations 


This discuss.nn should he read in exjunction with the selected financial 
information and the business segment information in Note 16 to the 
financial statements. 

Recent Developments and Trends 

At the outset of the Fiscal year ended January 31, 1987 (“Fiscal 
1987"), the Company encountered serious liquidity problems. As a 
result of a 833,929,000 net loss in the fiscal vear ended January’ 31, 
1986 (“Fiscal 1986”) and a projected loss from operations tor Fiscal 
1987, the (Company’s revolving credit agreements and letter of credit 
arrangements were cancelled. In response, the Company sold several 
operating units and other assets and in June 1986 announced a 
restructuring plan designed to address both immediate and longer 
term capital needs and to concentrate the Company’s resources in 
its U.S. footwear and tailored clothing operations. 


The restructuring plan was substantially completed at the end of 
Fiscal 1987 The sale of the Company’s highly profitable Canadian 
operations, tor which an agreement was concluded on January 23, 
1987, was pivotal to the success of the restructuring plan. Total 
divestitures during the year resulted in a pretax gain of 819,116,000, 
including a $14,069,000 pretax gain recognized in January 1987 from 
the sale of operations included in the restructuring plan. See Notes 
10 and 16 to the financial statements for additional information 
regarding the restructuring plan. 


Operations divested in 1987 generated 54,349,000 of pretax earnings 
in Fiscal 1987, not including 53,006.000 of pretax earnings from 
divested operations (primarily Canadian) included in a provision tor 
restructuring established as of October 31, 1986. Divested operations 
generated $13,787,000 of pretax earnings in Fiscal 1986. 

For Fiscal 1987 the Company had pretax earnings of $15,220,000, 
compared to a pretax loss of $29,834,000 in Fiscal 1986. Sales tor 
Fiscal 1987 were $514,589,000 compared to $538,486,000 in 1986, a 
decline of $23,897,000. Fiscal 1987 pretax earnings include the 
$19,116,000 gains on sales of divested operations referred to above. 
Fiscal 1986 pretax loss includes charges aggregating $20,426,000 to 
restructure its U.S. footwear and tailored clothing manufacturing 
operations , nd to provide tor possible losses from environmental 
proceedings (see Note 15 to the financial statements). Pretax 
earnings for Fiscal 1986 benefited by $1,053,000 from a change in 
actuarial assumptions used in computing pension expense. Net 
earnings in Fiscal 1987 and 1986 benefited by $9,633,000 and 
$1,881,000, respectively, from recognition of excess provisions made 
in prior years for losses of discontinued operations. 

Although the Company expects to incur a net loss in the first six 
months of the fiscal year ending January 31, 1988, it expects to be 
profitable ir the last half of the year 

The order backlog at January 31, 1987 tor the Company’s U.S. 
wholesale footwear operations was 13% lower than at January 31, 
1986. As a result of the closing of two footwear plants and other 
cost reduction measures, the Company does not expect any material 
unfavorable manufacturing variances due to underutilized capacity. 


A decline in tailored clothing sales which began in fiscal year 1983 
was reversed in the third quarter of Fiscal 1987. Tailored clothing 
order backlog at January 31, 1987, consisting primarily of spring and 
tall 1987 orders, was 10% higher than January 31, 1986. 

The Company does not believe that the Tax Reform Act of 1986 
will have a material effect on its financial position, liquidity or 
results of operations. 

The Company does not believe that inflation and changing prices 
during the periods covered in this discussion have had a material 
impact on the Gimpany's sides and operating results. 

Results of Operations 
Year Ended Januarv 31, 1987 

U.S. retail footwear operations produced a pretax profit of 
$3,486,000 compared to a pretax loss of $5,050,000 last year. 
Included in last year’s pretax loss is a $4,353,000 charge tor retail 
store closings. Sales increased $6,807,000 (4%), while unit sales 
increased 10%, as a result of increased sales promotions to regain 
customer base and to dispose of excess retail inventory. Operating 
expenses (excluding the charge tor retail store closings) decreased 
2%, mainly in footwear administrative expenses. 

US. wholesale and manufacturing footwear operations (including 
leather tanning) prtxluced a pretax profit of $3,747,000 compared to 
a pretax loss of $5,380,000 last year. Included in last year's pretax 
loss is a $5,411,000 charge tor plant dosings and the phase-down of 
<i wholesale division. Sale> were $5,762,000 (5%) less than last year, 
while unit sales decreased 12%. The decline in sales is primarily 
attributable to poor customer acceptance of a women's line of 
branded shoes, the phase-down of a men’s line of branded shoes 
announced in October 1985 and the continued decline in private 
label sales due to increased footwear imports. Sales also declined in 
the Company's boot division because of depressed economic 
conditions in oil producing states which are important markets tor 
western boots. Sales of the Mitre Sports athletic shoe division 
increased 54% over last year due to the introduction of a softball 
product line and increased market penetration of it" existing soccer 
line. The increase in pretax earnings (excluding the charge 
for plant closings) occurred m almost every wholesale 
division except the women’s branded line. The primary cause tor the 
increase in earnings is increased sales and improved margins in the 
Mitre Sports and the Volunteer Leather tanning operations and a 
reduction in division administrative expenses. 

Tailored Clothing operations produced pretax earnings of $2,503,000 
compared to a pretax loss of $6,883,000 last year. Last year’s pretax 
loss includes a $4,462,000 restructuring charge. Sales of tailored 
clothing declined SI,483,000 (2%) from last year. The increase in 
earnings is primarily attributable to improved gross margin and 
reduced losses from manufacturing resulting from better utilization of 
piece goods through increased promotional sales. 
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Interest expense (net of interest income) was 6% lower than last 
year. Although the Company haJ no short-term indebtedness at 
January 31, 1987, it had an average of $2,485,000 of short-term 
indebtedness outstanding during the year. The Company had no 
short-term indehtednesN outstanding during Fiscal 1986. Reduction 
of long-term debt combined with increased interest income lead to a 
reduction in interest expense. Higher interest income resulted 
mainly from the restructuring plan the Company adopted during the 
fiscal year. 

Corporate expenses were 56,199,000 compared to $13,757,000 last 
sear. List year’s expend include a $6,200,000 provision tor 
environmental proceedings (see \ote 15 to the financial 
statements). Corporate expenses, excluding the environmental 
provision, were $1,358,000 les> than last vear due primarily 
to reductions in expenses of corporate staff departments. 

Year Ended January 31, 1986 

LIS. retail footwear operations produceJ a pretax loss of 55,050,000 
(including the $4,353,000 charge tor retail store closings), compared 
to a pretax profit of $11,224,000 for the twelve-month period ended 
January 31, 1985. Sales decreased $6,710,000 (4%), while unit sales 
decreased 10%. The decline in earnings was primarily attributable to 
reduced gross margins (attributed to both lower sales and higher 
mark-downs) and to higher operating expenses which, excluding the 
54.353,000 charge for retail store closings, increased 4% principally 
because of increases in division administrative expenses. The 
Company’s US. retail operations experienced difficulties which were 
related to changes effected in a reorganization of a large part of 
those operations in August 1984. 

US. Knitwear wholesale and manufacturing operations, (including 
leather tanning) produced a pretax loss of 55,380.000 (including the 
$5,411,000 charge for plant closings and the phase-down of a 
wholesale division), compared to a pretax profit of $3,577,000 for 
the twelve-month period ended January 31, 1985. Sales w-ere 
$24,309,000 (17%) less than last year, while unit sales decreased 
24%. The decline in both unit and dollar sales was in all wholesale 
line,", except tor the athletic shoe line which increased in both unit 
and dollar sales. The discontinued Wrangler casual shoe line 
accounted for 26% of the dollar sales decline and 36% of the unit 
sales decline. The decline in earnings, excluding the $5,411,000 
charge, was due to reduced sales and gross margins in the wholesale 
divisions and to volume-related underabsorbed overhead in the 
manufacturing plants. 

Tailored clothing operations produced a pretax loss of $6,883,000 
(including the $4,462,000 restructuring charge), compared to pretax 
earnings of 55.139,000 last vear. Sales were $19,737,000 (17%) lower 
than last year. The earnings decline, excluding the restructuring 
charge, was due ro volume-related underahsorption of manufacturing 
overhead. 


Interest expense (net of interest income) was 2% higher than 1 isr 
year. Decreased interest income, resulting from a reduction in cash 
available for short-term investment, and lower rates on cash that was 
invested were the primary causes of the increased interest expense. 
The decreased interest income was partially offset by a decline in 
interest expense, resulting from a reduction in long-term debt and 
from the absence of short-term debt during Fiscal 1986. 

Six Months Ended January 31, 1985 

Effective January 31, 1985, the Company changed its fiscal year-end 
from July 31 to January 31. This discussion covers the six-month 
period ended January 31, 1985 ("Fiscal 1985") in comparison with 
the six months ended January 31, 1984. Results tor the six-month 
periods are nor necessarily indicative of results tor a full year. 

The Company had pretax earnings of $7,176,000 in Fiscal 1985 
compared to $10,566,000 in the comparable period ended January 
31, 1984, a decrease of 32%. Pretax earnings for Fiscal 1985 
benefited from a $1,178,000 ($.08 per share) expense reduction 
resulting from a modification of the Company’> method of allocating 
US. payroll taxes within it" fiscal periods to reflect payroll taxes as 
incurred, rather than prorating them over a 12-month period. This 
modification will result in somewhat greater expense in the first parr 
of each calendar vear. 

US. retail footwear operations pretax earnings decreased $2,330,000 
(29%) from $8,121,000 in the six months ended January 31. 1984 to 
$5,791,000 in Fiscal 1985. Sales decreased $1,648,000 (2%), and 
unit sales decreased 3%. Operating expenses increased 4% 
principally because of increases in store rents, advertising and 
display, and administrative expenses. 

US. wholesale and manufacturing footwear operations (including 
leather tanning) produced pretax earnings of $658,000 in Fiscal 
1985 compared to $1,628,000 in the comparable period ended 
January 31, 1984, a reduction of 60%. Sales were $5,552,000 (8%) 
less than the six-month period ended January 31, 1984. Unit sales 
decreased 15%. The decline in both unit and dollar sales was 
attributable primarily to a reduction in private label sales to mass 
merchandisers. The reduction in earnings was due to reduced 
wholesale sales and to underabsorbed overhead resulting from i 
reduced level of production in the manufacturing plants. 

Tailored clothing operations pretax earnings increased $650,000 
(41%) over the comparable periixl ended January 31, 1984. Sales 
were 55,267,000 (10%) higher. Increased sales and the resulting 
absorption of manufacturing overhead accounted tor the earnings 
improvement, in spite of higher than normal write-downs ut 
obsolete inventory. 

Corporate expenses decreased 51,165,000 (31%) primarily because of 
the slowdown in the Company’s business which resulted in not 
accruing am management incentive compensation and reversing 
that which had been previously accrued. 

Interest expense (net of interest income) was essentially the same. 
The Company had no short-term indebtedness outstanding during 
Fiscal 1985. 




Management’s 
Discussion 
And Analysis 
Of Financial 
Condition 
And Results Of 
Operations, 
Continued 


Year Ended July 31, 1984 

The Company had pretax earnings of 518,678,000 in Fiscal 1984 
compared to a loss of 5312,000 in Fiscal 1983. The increase, 
achieved during a favorable economic environment, was broadly 
based throughout all segments of the Company's business. 

During the thin! quarter ended April 30. 1984. the Company 
determined that its provision tor discontinued operations established 
in prior years was greater than its currently anticipated requirement 
The provision was therefore reduced by 54.306,000, which was 
reflected in net income in the third quarter. 

On August 16, 1984 the U.S. and Canadian governments ratified a 
tax treaty which, among other things, reduced from 15% to 10% the 
withholding tax rate that applied to repatriated earnings. The effect 
of this rate reduction was recorded in 1984 and reduced previously 
accrued withholding taxes by 51,253,000. 

U.S. retail footwear operations pretax earnings increased 56,329,000 
(88%) over Fiscal 1983. Sales increased 516.604,000 (10%) f and unit 
sales increased 8%. The increase in pretax earnings was due 
primarily to ncreased sales and improved gross margins. Operating 
expenses increased 6% principally because of increases in store rents 
and compensation of sales personnel. 

US. wholesale and manufacturing funwear operations (including 
leather tanning) pnxluced pretax earnings of 54,547,000 compared 


to $2,034,000 in Fiscal 1983. The improvement in pretax earnings, 
which was the result of improved gross margins, occurred in every 
division of U.S. wholesale operations, except tor the Wrangler casual 
shoe division which the Company discontinued. Operating expenses 
were essentially the same as last year. Sale' were $8,528,000 (5%) 
less than Fiscal 1983. Unit sales decreased 26%. The decline in 
both unit and dollar sales was attributed primarily to the Company’s 
decision to reduce the amount of low-margin, private label sales to 
mass merchandisers. 

Tailored clothing operations pretax earnings increased 51,457,000 
(48%). Sales were 510.560,000 (9%) less than Fiscal 1983, a result of 
planned reductions in certain product lines, increased import 
competition and the winding down of a major sales contract. 
Improved manufacturing efficiency and reductions in expenses, 
primarily as a result of rhe inclusion in Fiscal 1983 expenses of 
substantial costs of consolidating two tailored clothing divisions, 
accounted for the earnings improvement. 

Interest expense (net of interest income) decreased 52,074,000 (14%) 
primarily because of decreased short-term indebtedness. The only 
short-term indebtedness incurred by the Company during Fiscal 1984 
was $5 million that Genesco Financial Corporation was required by 
its long-term lenders ro have borrowed at all times. This requirement 
was waived in July 1984 and the 55 million was repaid. A 52.1 
million increase in long-term interest expense in Fiscal 1984 
resulting from long-term debt refinancings in March and October of 
1983 ar higher interest rates was more than offset by the increase in 
interest income from invested excess cash. 
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Corporate expenses were Si,439,000 (24%) higher in Fiscal 1984 
than in Fiscal 1983 and included a write-off of certain fixed assets 
in Fiscal 1984 whereas Fiscal 1983 included a nonrecurring gain 
from the redemption of securities and income from a lawsuit 
settlement. 

Liquidity and Capital Resources 

The following table indicates certain working capital data at January 
31, 1987 and January 31, 1986 and the increases in working capital 
amounts resulting primarily from the restructuring program described 
above, under the heading “Recent Developments and Trends". All 
amounts are in millions of dollars except current ratio. 



January 31 

1987 

January 31 

1986 

Increase 
$ % 

Cash, Short-Term Investments and 
Contract Receivable* 

$ 96.8** 

$ 23.1** 

$73.7 319 

Working Capital 

$173.2 

$140.7 

$32.5 23 

Current Ratio 

3.5 

3.1 

.4 13 


* Contract receivable represents the cash portion of the proceeds 
(which were received on February 6. 1987) /rum sale of the 
Company's Canadian operations. 

**Reflects seasonal peak m cash and short-term investments. 


In Fiscal 1988, planned capital expenditures are approximately 56.6 
million tor new retail stores and renovations, and 54.1 million for 
manufacturing equipment and other items. Scheduled payments on 
long-term debt are $14.7 million and payments on capitalized lease 
obligations are expected to be SI.5 million. The Company may 
prepay up to an additional S22.6 million of long-term debt during 
the year, if permitted under the letter of credit agreement 
described below. 

It is anticipated that cash flow from operations in Fiscal 1988, after 
providing for planned capital expenditures, will be less than cash 
needs. The Company believes that cash and short-term investments 
currently on hand (which include $63.1 million from its sale of its 
Canadian operations) will be sufficient to meet the Company’s cash 
needs not provided by operations. 

The Company's agreement with four U.S. banks which provides 
for the issuance of up to SI2 million in commercial letters of credit 
to Genesco suppliers in connection with the importation of foreign 
goods expires April 30, 1987. The Company is currently negotiating 
for an extension of this letter of credit line. See Note 7 to the 
financial statements. 


Twelve Months Ended January’ 31, 


Twelve Months Ended January’ 31, 


Footwear Wholesale & Manufacturing 

Sales Pretax Earnings (Loss) 


Tailored Clothing 

Sales 



Pretax Earnings (Loss) 

& 
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Financial 

Summary 


Six Months 


in T/iousands except 
per s/ure amounts 

Twelve Months 
Ended lanuary 31, 

Ended 
January 31, 
1985 


Twelve Months 
Ended lulv 3L 

1987 

1986 

1984 

1983 

1982 

Results of Operations Data 







Net sales 

$514,589 

$538,486 

$297,372 

$606,264 

$639,761 

$664,805 

Depreciation and amortization 

10,101 

10,587 

4.998 

10,074 

11,519 

10.554 

Pretax earnings (loss) 

15,220 

(29,834) 

7,176 

18,678 

(312) 

7,951 

Earnings (loss) before discontinued operations 







and extraordinary credits 

5,594 

(35,810) 

4.376 

11.044 

(2.972) 

1.099 

Discontinued operations 

9,6)5 

1,881 

-0- 

4,306 

-0- 

-0- 

Extraordinary credits: 







U.S. federal income tax 

5,199 

•0- 

172 

3,395 

-0- 

-0- 

Extinguishment of debt 

4V 

-0- 

-0- 

■0- 

1,001 

-0- 

Net earnings (loss) 

5 20,426 

$(33,929) 

$ 4,548 

$ 18,745 

$ (1,971) 

$ 1.099 

Per Common Share Data 







Earnings (loss) from continuing operations 







Primary 

5 .23 

$ (2.51) 

$ .22 

$ .57 

$ (.36) 

$ (.09) 

Fully diluted 

.23 

(2.51) 

.21 

.55 

(.36) 

(.09) 

Discontinued operations 







Primary 

.63 

.12 

-0- 

.29 

•0- 

•0- 

Fully diluted 

.59 

.12 

•0- 

.26 

•0* 

-0- 

Extraordinary credits 







Primary 

.34 

-0- 

.01 

.22 

.07 

•0- 

Fully diluted 

.32 

-0- 

.01 

.21 

.07 

-0- 

Net earnings 







Primary 

1.20 

(2.39) 

.23 

1.08 

(.29) 

(.09) 

Fully diluted 

1.14 

(2.39) 

.22 

1.02 

(.29) 

(.09) 

Book value 

2.45 

.77 

3.40 

3.17 

1.86 

2.01 

Balance Sheet Data 







Working capital 

$173,169 

$140,661 

$178,172 

$179,452 

$162,588 

$154,085 

Current ratio 

3.5 

3.1 

3.9 

3.6 

3.1 

2.5 

Total assets 

290.059 

284,764 

322.549 

329,441 

327,178 

356,191 

Notes payable 

*0* 

-0- 

•0- 

•0- 

5,000 

16,000 

Long-term debt* 

94,011 

103,257 

111,267 

113,867 

121,079 

126,445 

Capitalized lease obligations* 

14,455 

22.411 

26.348 

28.076 

31.786 

22,648 

Redeemable preferred stock** 

14,966 

33.585 

32,215 

31,422 

30,086 

29,436 

Non-redeemahle preferred stock 

29,468 

29,371 

29,228 

29,133 

29,030 

28,780 

Common stockholders’ equity 

46,185 

19,701 

58,364 

55,141 

33,266 

34,205 

Capital expenditures 

7,203 

9,743 

5,049 

7,525 

18,137 

17.276 

Other Data 







Number of stores 

698 

1,052 

1,088 

1,098 

1,157 

1.194 

Number of employees 

6,700 

10,000 

11,500 

12,400 

13,200 

16.000 

•Jrwlutki vUTT-m fuvTU-ntt 


urn lunts fuu hrai rt’swa.'J Su V ■tc I in GnsoluLiuJ Fnunihil Suimtius 


The’ l '»mpunv has nn( fud dnidentis *n us (. j'mmiiri Sink strut /973. St’t 1 »\W 11 !• t/u Gitivikiitai Fitutuu/ StuttrruTUs )m a »J iirnttutiiTvs nn iht Grtnfuns s iihilits to puv 

ilnuWs 


8 











Managements 

Responsibility 

for 

Financial 

Statements 


The consolidated financial statements presented in this report are 
the responsibility of management and have been prepared in 
conformity with generally accepted accounting principles applied on 
a consistent basis. Some of the amounts included in the financial 
information are necessarily based on estimates and judgments of 
management. 

The Company maintains accounting and related internal control 
systems designed to provide, among other things, reasonable 
assurance that transactions are executed in accordance with 
management’s authorization and that they are recorded and reported 
properly. An integral part of the control system is an internal audit 
program which regularly reviews the internal control systems of the 
Company and coordinates its activity with the examination by the 
Company's independent accountants. There are limitations inherent 
in all systems of internal control and the Company weighs the cost 
of such systems against the expected benefits. 


Company’s accounting systems and internal controls sufficient to 
express their opinion on those financial statements. 

The audit committee of the hoard of directors, composed entirely of 
directors who are not and have never been employees of the 
Company, meets regularly with management, the internal auditors 
and the independent accountants to review the results of their work 
and to satisfy itself that their responsibilities are being properly 
discharged. The internal auditors and the independent accountants 
have full and tree access to the audit committee, and meet with it 
(with and without management present) to discuss appropriate 
matters. 



Vice President Finance 
and Treasurer 


The financial statements have been examined by our independent 
accountants, Price Waterhouse. Their primary role is to render an 
independent professional opinion on the financial statements. Their 
examination, which is performed in accordance with generally 
accepteJ auditing standards, include a study and evaluation of the 


C^Jojr 

Robert E. Brosky 


Controller and 
Chief Acounting Officer 


Report of 

Independent 

Accountants 


To the Board of Directors and Stockholders of Genesco Inc 

We have examined the consolidated balance sheet of Genesco Inc. 
and its subsidiaries as of January 31, 1987 and 1986, and the related 
consolidated statements of earnings, of changes in financial position, 
of additional paid-in capital and of accumulated deficit for each of 
the two years in the period ended January 31, 1987, for the six 
months ended January 31, 1985, and for the year ended July 31, 
1984. Our examinations were made in accordance with generally 
accepted auditing standards and accordingly included such tests of 
the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our report dated February 26, 1986, our opinion on the 1986 
consolidated financial statements was qualified subject to the effects 
of such adjustments, if any, relating to the recoverability and classifi¬ 
cation of recorded asset amounts or the amounts and classification 
of liabilities that might he necessary should the Company be unable 
to continue in existence due to a lack of adequate operating funds. 
As described in Note 1, the Company completed the sale of certain 
operations which generated sufficient funds to enable the Company 
to finance its operations, working capital and other projected cash 
needs. Accordingly, our present opinion on the fiscal 1986 consoli¬ 
dated financial statements, as presented herein, is no longer quali¬ 
fied with respect to this matter. 


In our opinion, the consolidated financial statements examined by 
us present fairly the financial position of Genesco Inc. and its sub¬ 
sidiaries at January 31, 1987 and 1986, and the results of their oper¬ 
ations and the changes in their financial position for each of the 
two years in the period ended January 31, 1987, for the six months 
ended January 31, 1985 and for the year ended July 31, 1984, in 
conformity with generally accepted accounting principles consis¬ 
tently applied. 




'iff I : 


r . 


Nashiille, Tennessee 
February 25, 1987 
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Price Waterhouse 








1987 


1986 


Consolidated 

Balance 

Sheet 

In Thousands 


January 31, 


Assets 



CURRENT ASSETS 



Cash 

5 8,566 

$ 10,332 

Short-term investments 

25,100 

12,791 

Contract receivable (Note l) 

65,149 

•0- 

Accounts receivable 

46,657 

50,251 

Inventories 

94,497 

97,718 

Prepaid expenses 

5,224 

2,747 

Current assets of divested operations (Note 1) 

■0- 

35,252 

Total current assets 

241,195 

209,0)1 

Plant, equipment and capitalized lease rights 

42,579 

54,860 

Other assets 

6,487 

6,149 

Non-current assets ot divested operations (Note l) 

■O- 

14,664 

Total Assets 

$290,059 

$284,764 


Liabilities and Stockholders’ Equity 

CURRENT LIABILITIES 

Current payments on long-term debt 

Current payments on capitalized lease obligations 

Accounts payable and accrued liabilities 

Provision tor discontinued operations (Note 10) 

$ 14,744 
1,550 
59,526 
12,224 

$ 8,484 
3,027 
49,707 
7,212 

Total current liabilities 

68,024 

68,430 

Long-term debt 

79,267 

94,773 

Capitalized lease obligations 

12,925 

19,384 

Provision for discontinued operations (Note 10) 

14,986 

14,591 

Other long-term liabilities 

4,258 

4,929 

Redeemable preterred stock 

54,966 

33,585 

Non-redeemable preferred stock 



Stated value of issued shares 

46,094 

46,094 

Employee preferred stock purchase accounts 

(16,626) 

(16,723) 

Total non-redeemable preferred stock 

29,468 

29,371 

Gimmon stockholders' equity 



Par value of issued shares 

15,662 

15,587 

.Additional paid-in capital 

67,125 

68,506 

Employee common stock purchase accounts 

(510) 

(516) 

Accumulated deficit 

(18,255) 

(38,661) 

Treasury stock, at cost 

(17,857) 

(17,857) 

Foreign currency translation adjustments 

■0- 

(7,358) 

Total common stockholders’ equity 

46,185 

19,701 

Total Liabilities and Stockholders' Equity' 

$290,059 

$284,764 


The accompanying Notes are an integral part of these Financial Statements 

















Genoa; Inc and Crmsolidated Subsidiaries 


Consolidated 

Earnings 

In Thousands 



1987 

Twelve Months 
Ended lanuarv 31. 

1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended 
July 31. 
1984 

Net sales 

$514,589 

$5)8.486 

8297,372 

$606,264 

G*t of >ales 

525,545 

351.073 

191.9)1 

382,422 

Gmss margin 

189,044 

187,413 

105.441 

223,842 

Selling, general and administrative expends 

178,051 

186,271 

92.868 

192,125 

Provision for: 

Tailored clothing restructuring 

'0* 

(4,462) 

-0- 

-0- 

footwear restructuring 

'O' 

(9,764) 

-0- 

-0- 

Environmental proceedings 

'O' 

(6,200) 

-0- 

•0- 

Interest expense, net 

11,779 

12,551 

6.117 

12,517 

Other income (expense) 

(3,110) 

2,001 

720 

(522) 

Gains on sales of divested operations 

19,116 

•0- 

-0- 

-0- 

Pretax earnings (loss) 

15,220 

(29.834) 

7.176 

18,678 

Income taxes 

9,626 

5,976 

2,800 

7,634 

Earnings (los>) before discontinued operations and extraordinary credit 

5,594 

(35.810) 

4.376 

11,044 

Excels provision tor future lo^es of discontinued operations (Note 10) 

9,655 

1,881 

-C- 

4.306 

Earnings (loss) before extraordinary credit 

15,227 

(33.929) 

4.376 

15,350 

Extraordinary credit: 

U. S. federal income tax 

5,199 

•0- 

172 

3,395 

Set Earnings (Loss) 

5 20,426 

$(33,929) 

$ 4.548 

$ 18,745 

Earnings (los*) per common >hare (after preferred dividend 
requirements): 

Primary: 

Before discontinued operations and extraordinary credit 

5 .25 

S (2.51) 

5 .22 

$ 57 

Before extraordinary credit 

$ .86 

S (2.39) 

S .22 

$ .86 

Net earnings (loss) 

$ 1.20 

S (2.39) 

8 .23 

$ 1.08 

Fullv diluted: 

Before discontinued operations and extraordinary credit 

$ .25 

$ (2.51) 

$ .21 

$ 55 

Before extraordinary credit 

$ .82 

$ (2.39) 

$ .21 

$ .81 

Net earnings (los^) 

5 1.14 

$ (2.39) 

$ .22 

$ 1.02 


The accompanying Notes (ire un integral /Kirr of these Fttumciul Sfittemerus 


















Consolidated 
Changes in 
Financial 
Position 

In Thousands 





Six Months 

Twelve Months 



Twelve Months 

Ended 

Ended 



Ended lanuarv 31. 

January 31, 

July 31, 


1987 

1986 

1985 

1984 

Operations: 





Earnings (loss) before extraordinary credit 

$ 15,227 

$(33,929) 

$ 4,376 

$ 15.350 

Depreciation and amortization 

10,101 

10,587 

4,998 

10,074 

Provision for discontinued operations, net 

(23,405) 

12,345 

•0- 

(4.440) 

Other charges to earnings not requiring cash 

1,367 

5,596 

479 

1,521 

Cash provided by (used tor) operations before extraordinary credit and 





working capital items 

3,290 

(5,401) 

9,853 

22,505 

Extraordinary credit: 





U. S. federal income tax 

5,199 

-0- 

172 

3,395 

Cash provided by (used tor) operating working capital changes 

(31,740) 

10,400 

8,451 

(885) 

Cash provided by (used for) operations 

(23,251) 

4,999 

18.476 

25,015 

Investments: 





Additions to plant, equipment and capitalized lease rights 

(7,203) 

(9,743) 

(5,049) 

(7,525) 

Proceeds TTom plant and equipment disposals 

21,445 

2,188 

480 

2,849 

Changes n long-term investments and receivables 

(358) 

523 

(369) 

(1,163) 

Cash provided by (used for) investments 

13,884 

(7,032) 

(4,938) 

(5,839) 

Financing: 





Payment of long-term debt 

07,277) 

(9.233) 

(3,212) 

(30,601) 

Lmg-term borrowing 

6,800 

-0- 

-0- 

22,350 

Capital stock and warrants bsued and exercised 

225 

82 

172 

7,225 

Preferred stock redemptions and exchanges 

(100) 

(100) 

(100) 

(101) 

Decrease in notes payable 

-o- 

-0- 

-0- 

(5,000) 

Payment of capitalized lease obligations 

(8,043) 

(4,156) 

(1,818) 

(3,819) 

Additional capitalized lease obligations 

63 

268 

102 

171 

Increase in deterred note expense 

-0- 

•0- 

•0- 

(1,085) 

Other 

5,697 

(1.605) 

(186) 

(1,539) 

Cash used tor financing activities 

(12,635) 

(14.744) 

(5,042) 

(12,399) 

Changes in Provision for Discontinued Operations 

32,545 

(2,080) 

1,496 

(474) 

Increase (Decrease) in Cash and Short-term Investments 

10,543 

(18,857) 

9,992 

6,303 

Cash and Short-term Investments — Beginning ot Period 

23,123 

41,980 

31,988 

25,685 

Cash and Short-term Investments — End of Period 

$ 33,666 

$ 23,123 

$ 41.980 

S 31,988 
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Consolidated 
Changes in 
Financial 
Position, 
Continued 


Consolidated 

Additional 

Paid-In 

Capital 

In Thousands 


Consolidated 

Accumulated 

Deficit 

In Thousands 


Cash Presided by (Used for) Operating 

Working Capital Changes 

1987 

Twelve Months 
Ended lanuarv 31. 

1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended 
July 31, 
1984 

Contract receivable 

$ <63,149) 

$ -0- 

$ -0- 

$ -0- 

Accounts receivable 

3,594 

7,483 

6,927 

8,498 

Inventories 

3,221 

5,440 

4,957 

(11,905) 

Prepaid expenses 

(411) 

(104) 

110 

(61) 

Current assets of divested operations 

35,252 

(244) 

4,777 

1,435 

Accounts payable and accrued liabilities 

(10,181) 

(2,175) 

(8,320) 

1,148 

Cash Provided by (Used for) Operating 

Working Capital Changes 

$(31,140) 

$ 10,400 

S 8,451 

$ (885) 



1987 

Twelve Months 
Ended lanuarv 31. 

1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended 
July 31, 
1984 

Balance at beginning of period 

$ 68,506 

$ 69,960* 

S 70,716* 

$ 65,555* 

Increase in liquidation value of Series 2 stock 

(331) 

(331) 

(331) 

(331) 

Preferred dividends paid from capital surplus 

(43) 

(48) 

•0- 

-0- 

Transfer to redeemable preferred stock 

(1,151) 

(1.138) 

(562) 

11,107) 

Issuance of common stock 

■0- 

-0- 

-0- 

4,786 

Issuance of stock warrants 

-0 

•0- 

•0- 

1,715 

Exercise of stock options and warrants 

150 

63 

137 

98 

Balance at End of Period 

$ 61,125 

S 68,506 

$ 69,960 

$ 70,716 


* Resulted See ‘ Ekilance Sheet Reclassifications m Note 1 



Twelve Months 
Ended lanuarv 31, 

1981 1986 

Six Months 
Ended 
January 31, 
1985 

Twelve Months 
Ended 
July 31, 
1984 

Balance at beginning of period 

Net earnings (loss) 

Preferred dividends paid from earnings 

$(38,661) 

20,426 

•0- 

$ (4,732) 
(33,929) 

-0- 

$ (9,254) 
4,548 
(26) 

$ (27,944) 
18,745 
(55) 

Balance at End of Period 

$(18,235) 

$(38,661) 

$ (4,732) 

$ (9,254) 
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Notes to 
Consolidated 
Financial 
Statements 


Note 1 

Summarv of Significant Accounting Policies 

Basis of Consolidation 

Genesco Inc. and all subsidiaries are included in the consolidated 
financial statements. 

Pursuant to a share purchase agreement dated January 23, 1987, the 
Gimpany completed the sale of its Canadian operations on February 
6, 1987. The sale was a major part of a restructuring program 
announced in June 1986. The transaction has been accrued in the 
January 31, 1987 financial statement-. The cash portion of the 
proceeds (which were received on February 6, 1967) is reflected in 
the January 31, 1987 balance -fleet as "contract receivable”. The 
gain on the sale (after providing for losses relating to other aspects 
of the restructuring program) along vuth other divestiture gains and 
losses is reflected in the consolidated earnings statement as “gains 
on sales of divested operations”. 

Balance Sheet Reclassification 

The current and non-current asset accounts of divested operations 
have been reclassified in the January 31, 1986 balance sheet as 
“current assets of divested operations” and “non-current assets of 
divested operations”. See Note 4. 

In accordance with Staff Accounting Bulletin No. 64 issued by the 
Securities and Exchange Commission in December 1986, the 
Company has increased the earn ing value in the consolidated bal¬ 
ance sheet of redeemable preferred stock to amounts equal to the 
sum of their mandatory redemption values and their dividend 
arrearages. The carrying amount in the January 31, 1986 balance 
sheet has been increased SI 1,424,000 by a transfer fn>m additional 
paid-in capital. 

Change in Fiscal Year 

Effective January 31, 1985, the Company changed its fiscal year end 
from July 31 to January 31, to more closely coincide with other 
companies in its industry. In connection with the fiscal year change, 
the Company modified its method of allocating payroll taxes within 
its fiscal periods to record payroll taxes as incurred rather than pro¬ 
rate them over the fiscal period. The effect of the modification in 
the method of allocating payroll taxes for the six months ended 
January 31, 1985 was to increase earnings before extraordinary credit 
by $974,000 and net earnings by $1,146,(XX). and earnings per 
common share before extraordinary credit by $.06 and net earnings 
by S.08. 

Short-term Investments 

Short-term investments are recorded at cost, which approximates 
market value. 

Inventories 

Inventories are stated at the lower of cost or market determined, in 
wholesaling and manufacturing divisions, principally by the first-in, 
first-out method. Inventories of retail divisions are determined by 
the retail method. 


Plant, Equipment and Capitalized Lease Rights 

Plant, equipment and capitalized lease rights are recorded at cost 
and are depreciated or amortized over the estimated useful life of 
the related assets. Depreciation and amortization expense is 
computed principally by the straight-line method. 

Postemplovment Benefits 

Substantially all employees are covered by pension plans. For the 
Company sponsored plan, the Company's policy is to fund the 
minimum amount required by the Employee Retirement Income 
Security Act. Pension expense is determined pursuant to Accounting 
Principles Board Opinion No. 8. The funded and expensed amounts 
are determined by the Gmipany’s independent actuaries. For 
multiemployer plans, the Company charges to expense amounts 
required to be funded by collective bargaining agreements. 

The Company provides certain health care benefits for early retirees 
and life insurance benefits for retired employees. Except for 
employees covered by collective bargaining agreements, substantially 
all employees who retire prior to age 65 and meet certain 
requirements are eligible for health care benefits, and substantially 
all employees who were employed by the Gimpany before 1980 and 
meet certain requirements will be eligible tor life insurance benefits 
upon retirement from the Gimpany. The cost of retiree health care 
and life insurance benefits is recognized as expense as claims are 
paid. 

Earnings (Loss) per Common Share 

Primary earnings (loss) per share are computed by dividing net 
earnings (loss), adjusted for preferred dividend requirements (1987 - 
$2,098,000; 1986 - $2,083,000; 1985 - $1,033,000; 1984 - 
$2,330,000), by average common shares and common share 
equivalents outstanding. In computing fully diluted earnings (loss) 
per common share, earnings (loss) applicable to common stock and 
average shares are appropriately adjusted for outstanding dilutive 
securities. 

Foreign Currency Translation 

Assets and liabilities of the Canadian operations (which were sold 
February 6, 1987) were translated at exchange rates on the balance 
sheet dates. Income and expense accounts were translated at 
monthly average exchange rates. Unrealized translation adjustments 
were reported as a separate component of stockholders’ equity. Gains 
and losses from certain foreign currency transactions are reported as 
an item of income and resulted in a net loss of $1,653,000 for the 
year ended January 31, 1987 and a net gam of $1,338,000 for the 
year ended January 31, 1986. Unrealized translation adjustments for 
the years ended January 31, 1987 and 1986 were: 


in TWwmis 

1987 


Balance ar beginning of period 

# 7 , 358 ) 

$14,058) 

Inrealized translation adjustments 

3,301 

(3.100) 

Realized on sale ot Canadian operations 

4.057 

-0- 


$ 

$17,358) 
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Notes to 

Consolidated 

Financial 

Statements, 

Continued 


Note 2 
Receivables 

Genesco sells most of ir< accounts receivable to Genesco Financial 
Corporation (GFC), a wholly-owned consolidated subsidiary. The 
receivable amounts below include amounts sold to GFC as follows: 

1987-$41,778,000; 1986-548.205,000. 


In Thousands 

1987 

1986 

Trade accounts receivable 

$50,2)6 

$52,518 

Miscellaneous receivables 

245 

1,297 

Total receivables 

50,481 

53,815 

Allowance tor bad debts and cash discounts 

(5,824) 

(3.564) 

Net Receivables 

$46,651 

550.251 

Note 3 



Inventories 



In Thousands 

1987 

1986 

Raw materials 

$14,227 

$16,777 

Wirk in process 

11,212 

11,415 

Finished goods 

22,192 

26,562 

Remil merchandise 

46,866 

42.964 

Total Inventories 

$94,491 

$97,718 

Note 4 



Assets of Divested Operations 



In TFutustinils 


1986 

Current assets: 



Receivables 


$ 8.851 

Inventories 


26,320 

Other 


SI 

Total 


$ 35,252 

Non-ament assets 



Plant and equipment less accumulated 



depreciation o! 514,826 


$ 11,615 

Capitalized lease rights less accumulated 



depreciation of 54.7 19 


2.919 

Other 


13C 

Total 


5 14,664 

Note 5 



Plant, Equipment and Capitalized Lease Rights 

/n Thousands 

1987 

1986 

Plant and equipment: 



Land 

$ 197 

$ 2.245 

Buildings and building equipment 

2,949 

9,258 

Machinery, furniture and fixtures 

52,129 

32,932 

Construction in progress 

2,500 

3,198 

Improvements to leased property 

40,777 

42.232 

Capitalized lease rights 



Land 

569 

1,444 

Buildings 

26,759 

30,920 

Machinery, furniture and fixtures 

4,589 

6,810 

Total plant, equipment anJ capitalized lease rights 

110,269 

129,039 

Accumulated depreciation anJ amortization 



Plant and equipment 

(49,275) 

(52.762) 

Capitalized lease rights 

(18,615) 

(21,417) 

Totals 

$ 42,579 

$ 54,860 


Note 6 

Accounts Payable and Accrued Liabilites 


In T/idusuruis 

1987 

1986 

Trade accounts payable 

Accrued liabilities tor 

$16,502 

$16,670 

Employee compensation 

9,046 

10,342 

Pensions (Note 13) 

1,865 

3,592 

Income taxes (Note 12) 

676 

573 

Foreign deterred taxes 


4,723 

Other taxes 

2,010 

3,677 

Interest 

2,451 

2,667 

Other 

7,196 

7,463 

Totals 

$39,526 

$49,707 


At January 31, 1987 and 1986, outstanding checks drawn on 
certain domestic hanks exceeded book cash balances for those banks 
by approximately $4,968,000 and $2,514,000. respectively. These 
amounts are included in accounts payable. 

Note 7 

Letters of Credit 

In July 1986 Genesco entered into an agreement with four U.S. 
banks making up to $12 million in commercial letters of credit 
available for issuance to Genesco suppliers in connection with the 
importation of foreign goods. The credit line, which was guaranteed 
by Genesco’s Canadian subsidiary, covered the issuance of letters of 
credit through January 31, 1987 payable on or before April 30, 
1987. Effective January 27, 1987 and February 6, 1987, the 
Company entered into amendments extending the letter of credit 
agreement and deleting the requirement that the Company’s 
obligations be guaranteed by its Canadian operating subsidiary The 
amended letter of credit agreement covers letters of credit issued 
through April 30, 1987 payable on or before July 31, 1987. 
Negotiations to obtain a commitment beyond these dates are 
continuing. Genesco’s letter of credit agreement requires the 
Company to maintain (i) an excess of current assets over current 
liabilities of at least $110,000,000; (ii) Tangible Net Worth of at 
least $70,300,000; and (iii) a ratio of total liabilities (excluding 
Subordinated Debt) to the sum of Tangible Net Worth and 
Subordinated Debt of not more than 2.45 to 1. All of the above 
requirements were met at January 31, 1987. 
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Notes to 

Consolidated 

Financial 

Statements, 

Continued 


Note 8 

Long-Term Debt 


In TWwruis 

1987 

1986 

15.25% senior snking fund notes due December 1994 (le» unamorti:ed discount 1987—554b. 1986—5409} with annual payments 



of $1,197 beginning June 1988 

$ 11,622 

$ 11,559 

14.25% senior snking lund notes due December 1994 lie* un.imorti:ed discount 1987-51.226; 1986-51.452) with annual payments 



of $1,845 beginning lune 1988 

17,220 

16,994 

9.75% senior sinking fund notes due October 1995 (less unamortised discount; 1987—54.575, 1988—55,509) with annual payments 



ot $5,600 beginning October 1988 

25,425 

24.491 

6.50% convertible subordinated debentures (Senes A) due April 1987, convertible into common stock at 54167 per share 

1,895 

1,895 

6.50% convertible subordinated debentures (Senes B) due IVcember 1987, convertible into common stock at 545 45 per share 

4,849 

4,841 

5.25% first mortgage notes ol Tennessee RavenwutJ Properties. Inc 

-0- 

1,777 

8.25% senior notes of GFC due March 1988 with annual payments ot 54.000 

8,000 

12,000 

10.50% senior notes ot GFC due December 1991 with annual payments of $3,000 

15,000 

18,000 

8.75% senior subordinated notes ot GFC due March 1988 with annual payments ol S1.0CV 

2,000 

1,000 

5.50% guaranteed (suboniinated) debentures due March 1988 ot Genesee* World Apparel. Ltd. with annual payments of $700; 



convertible into common sn>ek at $35.82 per share 

8,000 

8,700 

Total 

94,011 

103,257 

Current portion 

( 14 , 744 ) 

(8,484) 

Totals 

5 79,267 

$ 94,773 


Long-term debt maturing during each of the years ending January 
31 is as follows: 1989-522,641,000; 1990-59,641,000; 

1991—$9,641,000; and 1992—$9,641,000. 

The indentures under which the Company’s 15.25%, 14.25% and 
9.75% Senior Sinking Fund Notes were issued (the "Indentures”) 
prohibit the ncurring ot Senior Funded Debt by the Gimpany and 
Funded Debt by any Restricted Subsidiary, except debt to the 
Company or a wholly-owned Restricted Subsidiary or in a 
refinancing operation, unless, after giving effect thereto, 
Consolidated Net Tangible Assets are at least 250% of 
Consolidated Senior Funded Debt and 200% of Consolidated 
Funded Debt At January 31, 1987, the Indentures would have 
permitted the incurring of an additional $28,553,000 of Senior 
Funded Debt. Revolving credit debt is not restricted, even it 
renewable or extendible at the option of the obligor to a date more 
than one year after it was incurred. The Indentures, subject to 
certain exceptions, prohibit the creation or assumption of liens 
upon any properties or income or profits therefrom, without equally 
securing the Notes. 

The note ageements under which the GFC 8.25% and 10.50% 
Senior Notes and 8.75% Senior Subordinated Notes were issued 
(the "GFC Note Agreements”) prohibit GFC from becoming or 
remaining liable on (i) Senior Indebtedness exceeding 400% of the 
sum of Subordinated Indebtedness and the Borrowing Base; (ii) 
Senior Funded Indebtedness exceeding 240% ot the sum of 
Subordinated Indebtedness and the Borrowing Base; (ni) Senior 
Subordinated Indebtedness exceeding t)0% ot the sum ot Junior 
Subordinated Indebtedness and the Borrowing Base; (iv) Junior 
Subordinated Indebtedness exceeding 50% of the Borrowing Base; 
and (v) Indebtedness represented by commercial paper exceeding 
the aggregate lending commitment (exclusive of outstanding loans) 
under firm bank lines of credit. At January 31, 1987 (i) the 
additional Senior Indebtedness limitation was $46,132,000; (ii) the 
additional Senior Funded Indebtedness limitation was $18,479,000; 


(ni) the additional Senior Subordinated Indebtedness limitation was 
$7,170,000; (iv) the additional Junior Subordinated Indebtedness 
limitation was $7,642,000; and (v) no Indebtedness represented by 
commercial paper would have been permitted. The GFC Note 
Agreements prohibit loans by GFC to the Company exceeding 
$500,000. The GFC Note Agreements, subject to certain 
exceptions, prohibit the creation or assumption of liens upon any 
property or assets of GFC or its subsidiary'. 

The GFC Note Agreements require GFC to maintain Adjusted Net 
W orth (stockholder’s equit\ less deferred note expense) of not less 
than $22,500,000 and Eligible Net Assets (cash, certain investments 
and net receivables) of not less than 110% of total liabilities. The 
Company has agreed to maintain GFC’s Adjusted Net Worth at 
not less than $22,500,000 and GFC’s earnings before taxes and 
fixed charges at not less than 1.5 times fixed charges. The GFC 
Note Agreements were amended August 1, 1986 to permit the 
lenders to demand a partial prepayment of principal if Net 
Receivables for any four consecutive months are less than 75% of 
the Net Receivables outstanding on the last day of the fiscal year 
preceding the first month of such four consecutive months. At 
January 31, 1987 all of the foregoing requirements were met. 

The GFC Note Agreements required that GFC maintain 
bank lines of credit at least equal to 15% ot GFC’s Senior Funded 
Debt and that GFC maintain bank borrowings in that amount tor 
at least one period of seven days during each fiscal year. Effective 
January 28, 1987 the GFC Note Agreements were amended to 
delete this requirement. 
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Note 9 

Commitments Under Long-Term Leases 

Capital Leases 

Future minimum lease payments under leases capitalized at January 
31, 1987 together with the present value of the minimum lease 
payments are as follows: 


Twelve Months Ending January 31 

In Thousands 

1988 

$ 3,303 

1989 

2,755 

1990 

2,339 

1991 

2,144 

1992 

2,044 

Liter Years 

18,886 

Total minimum payments 

31.471 

Amount representing interest 

(17,016) 

Present value of minimum payments 

14,433 

Currenr portion 

(1.330) 

Total 

$12,925 

Minimum payments are not reJuced by minimum sublease rentals of 
$280,000 due in the future under noncancelable subleases. They 
also do not include contingent rentals which may be paid under 
certain retail store leases on the basis of a percentage of sales in 
excess of stipulated amounts. Contingent rentals are immaterial. 

Operating Leases 


Rental expense under operating leases of continuing operations for 
the years ended January 7 31. 1987 and 1986, the six months ended 
January 31, 1985 and for the year ended July 31, 1984 was as 

follows: 


In Thousands 

1987 1986 1985 1984 

Minimum rentals 

$25,401 574.962 512,414 $25,831 

GmnngenT rentals 

6,291 5,615 3,202 5,512 

Sublease rentals 

POO) (594) <m (706) 

Totals 

$)1,)92 529,983 $15,228 530,637 

Minimum rental commitments payable in future years under 
noncancelable long-term leases of continuing operations are as 

follows: 


Twelve Months Ending January 31 

In Thousands 

J9H8 

$ IS, 138 

1989 

17.117 

I99C 

13.889 

1991 

10.504 

1992 

9.253 

Ijter years 

22.806 

Total 

$ 91,707 


Minimum payments are not reduced by minimum sublease rentals of 


}1,126,000 due in the future under noncancelable subleases. Most 
leases provide for the Company to pay real estate taxes and other 
expenses and contingent rentals based on sales. Approximately 20 
percent of the Company's leases contain renewal options. 


Note 10 

Provision for Discontinued Operations 

In July 1985 the Company provided for the restructuring of its 
men’s tailored clothing operations, resulting in a charge to earnings 
of $4,462,000, of which $3,799,000 was for future consolidation 
costs and $663,000 was tor asset write-downs. In October 1985 the 
Company adopted a plan to reduce its U.S. footwear manufacturing 
capacity' and overhead, to close certain marginal retail stores, and 
to restructure its Jarman wholesale operation. This decision resulted 
in a charge to earnings of $9,764,000, of which $6,731,000 was for 
future consolidation costs and $3,033,000 was for asset write-downs. 

In October 1986, January 1986 and April 1984 the Company 
determined the provision for discontinued operations established in 
prior years was greater than currently anticipated requirements. 
Accordingly, the provision was reduced as follows: October 
1986—$9,633,000; January' 1986-$ 1,881,000; and April 
1984—$4,482,000. 

Following the sale of the Company’s Camp Hosiery and three 
smaller divisions, in June 1986 plans were announced to further 
restructure the Company through divestiture of other operations 
and consolidation of its U.S. footwear manufacturing capacity. 
Operating results of these operations subsequent to October 31, 

1986 were charged or credited to a provision for discontinued 
operations established in the quarter ended October 31, 1986. In 
October 1986 the General Adhesives division was sold. In 
November 1986 the McMinnville, Tennessee footwear plant was 
closed. In January 1987 the Wood & Hyde leather tanning division 
was sold, and on February 6, 1987 the Canadian footwear 
operations were sold. Liquidation of the Foot Scene chain of shoe 
stores, for which estimated costs have been provided, is continuing. 
The Company has now substantially completed the restructuring 
program announced in June 1986. Divestitures completed during 
the year ended January 31, 1987 resulted in a pretax gain of 
$19,116,000 ($18,618,000 after tax), including a $14,069,000 pretax 
gain ($13,571,000 after tax) recognized in income in January 1987 
from the sale of operations included in the restructuring plan. 


17 


















Cfliifsco Inc and Consolidated Subsidiaries 


Notes to 

Consolidated 

Financial 

Statements, 

Continued 


Note 10 

Provisions for Discontinued Operations, Continued 

Transactions affecting the provision tor discontinued operations are: 




Six Months Twelve 

Months 


Twelve 

Months 

Ended 

Ended 


Ended lanuarv 51. 

January 31. 

July 31. 

In TK noanls 

1987 

1986 

1985 

198^ 

Balance at beginning of period 

$21,80J 

$15,333 

513,843 

$19,896 

Fiscal year 1987 restructuring pmgram: 





Net gains 

30,193 

*0* 

■o. 

•0. 

Excess gam credited to income 

(13,571) 

*0* 

4- 

■0- 

Previous restructuring pn»gram$: 





Net additional pnn’isum tor future losses 


10.530 

-0- 

42 

Excess provisions restored to income 

(9,633) 

11.881) 

-0* 

(4.482) 

Other gains (losses) 

(1,582) 

12.179) 

1.490 

I1.M3) 

Totals 

27,210 

21,803 

15.333 

13,843 

Less current portion 

12,224 

7.212 

1,818 

2.432 

Norvcurren^joruor^^ 

$14,986 

$14,591 

513.515 

$11,411 

Proceeds (before expense reductions) from divestment ol discontinued operations were: 

I987-S6.846.000; 1986-$I02,000; 1985-59)5.000; 

1984—$386,030. 






Note 11 

Redeemable Preferred Stock and Other Capital Stock 

Redeemable Preferred Stock 

Class 

Share' 

Authored 

1987 

Shares 

Issued at lanuarv 31. 

Amounts 

In Thousands 

1987 1986 

Common 

Convertible 

Ratio 

Ntv 

of 

Votes 

$4 50 Cumulative Gmvertible Preferred 

6,975 

6,975 

7.973 

5 698 

$ 797 

4 19 

*»»* 

Subordinated Cumulative GinvertiWe Preference 

$6 00 Series B 

161.981 

807 

807 

80 

80 

2 40*** 

L 

$6 00 Series C 

269,291 

137 

212 

14 

21 

2.20*** 

L 

Subordinated Ser al Preferred (Cumulative) 

>4.26 Senes 2* 

395,626 

165,436 

165,436 

is.; id 

17.694 

- 

1 

>4.75 Series 5* 

122,500 

98,474 

98,474 

15,460 

14,W 

1.61** 

1 

Total Redeemable Preferred Stock 




SM.9M 

$33,585 




*The <jmm% iulu«\ of suhordmated serial preferred «<nk Sene* 2 and Senes 5 inJude preferred JuiitnJ 

••The vwrurTMJin ngho ») fuilers of iuhirdmaeJ v^ui preferred Senes 5, uere 'usf^nJed m 1975 ktuu.* </ prpw»jm in the l itmfum * ifunrr restrxtms the jojuuium ->/ share, (sec "ftestnrifcffit 


on Dit*ienis and Redemptktis of i^paJ SwC klm/ 

••'Also exifunjjeaNe for 5/lV /wnvtfva anvuni */ 6 5C% GmmtiNe Subordinated IVkuticitt 

••••The $4 SC cumuLanr umteruNr preferred Hock rumrulK Vu n oitmg ngtos unless rk Ownfwm is in um;jr' uilh rexprvf to mjniiaim rgdemptun rc^urrm«7m >r i\ /,*ir juuner* in a ness uvh 
reipect i>> IN.- fmmeni >/ ioJnuii Al January )l 1 987 the Gimpum uu> not m arrears utfft rojeit to maruliiun redmfikm nafimemerm ana itidenJ ,Vrmm(s 


Cumulative Convertible Preferred Stock: 

Stated value- $100 per share; liquidation value—$100 per share plu> 
accumulated dividends; optional redemption price—S100 per share. 
The Company is required to redeem 998 shares each December 31 
at S100 per share, unless there are dividend arrearages on such 
stock. Shares which have been purchased or otherwise acquired by 
the Company may be credited against the required redemption. 

Subordinated Cumulative Convertible Preference Stock: 

Stated value and redemptioa price tor each series-$100 per share; 
liquidation value tor each series—$100 per share plus accumulated 


dividends. The Company is required to redeem the Series B shares 
on December 31, 1987 and the Series C shares on June 30, 1996, 
both at S100 per share, unless there are dividend arrearages on such 
stock or dividend or redemption arrearages on senior stock. 

Subordinated Serial Preferred Stock (Cumulative): 

Stated and redemption values tor Series 2 and 5—$71 and $100, 
respectively, liquidation values for Series 2 and 5—$71 and $100, 
respectively, plus accumulated dividends. The liquidation value and 
the redemption price of Series 2 increase by $2 each calendar year. 
The annual dividend rate with respect to Series 2 is 6% of the then 
prevailing redemption price. 
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Note 11 

Redeemable Preferred Stock and Other Capital Stock, Continued 


Non-Redeemable Preferred Stock _ IssucJ at Unuary 31. 

Amounts Common No. 

Shares _ Shares _ In Thousands Convertible ol 


Class 

Authorized 

1987 

1986 

1987 

1986 

Ratio* Votes 

S4.25 Series A Subordinated Cumulative 







Convertible Preference 

68.945 

600 

600 

5 60 

$ 60 


Subordinated Serial Preferred (Cumulative) 







$2.30 Series 1 

131,826 

89,286 

89,286 

3,571 

3,571 

.83 1 

$4.75 Senes 3 

105,875 

80,058 

80,058 

8,006 

8,006 

2.11 2 

$4.75 Series 4 

103,000 

65,648 

65,648 

6,565 

6,565 

1.52 I 

$1.50 Subordinated Cumulative Preferred 

5,000,000 

105 

105 

3 

3 

1 

Employees' Subordinated Convertible Preferred 

5,000,000 

929,616 

929.616 

27,889 

27,889 

1.00** 1 

Total Non-Redeemable Preferred Stock 




<46.1*94 

$46,094 


*Tfit comvrunn r^Ars ,.f takim nnn-redeemahk- JWt/rired auk were suspended m 1975 because 

•/ provisions in the C’mptzn\ \ ci 

tarter restricting the JCt/uisinor 

i o/ stares (see "Restrictions n |)ieidend> 


and Redemptions a) Capital Stink' Moul 
**Aiw convertible mru 'me >tarc i»f SuN-rdmatcJ ( unulantc Preferred Stock 


19 


$4.25 Series A Subordinated Cumulative Convertible 
Preference Stock: 

Stated value and redemption price—S100 per share; liquidation 
value—$100 per share plus accumulated dividends. 

Subordinated Serial Preferred Stock (Cumulative): 

Stated and redemption values tor Sene- 1 are $40 per share and for 
Series 3 and 4 are each $100 per share; liquidation values for Series 
1—$40 per share, plus accumulated dividends and tor Series 3 and 
4—S100 per share, plus accumulated dividends. 

$1.50 Subordinated Cumulative Preferred Stock: 

Stated and liquidation values and redemption price—$30 per share. 

Employees’ Subordinated Convertible Preferred Stock: 

Stated and liquidation values—$30 per share. Shares are not 
redeemable. 

Common Stock: 

Common stock ($1 par value). Authorized 40,000,000 shares; 
issued: January 31,1987—15,662,285 shares; January 31, 
1986-15.587,285 shares. There were 488,464 shares held in the 
treasury at January 31, 1987 and 1986. Each outstanding share is 
entitled to one vote at meetings ot shareholders. At January 31, 
1987 common shares were reserved as follows: 1,837,846 shares for 
conversion of senior securities; 332,500 shares for the Key 
Executives Stock Option Plan; and 1.637,840 shares for exercise of 
warrants. Warrants to purchase common stock were outstanding at 
January' 31, 1987 as follows: 737,840 shares at $8.00 per share 
expiring February 15, 1993; and 900,000 shares at $11.75 per share 
expiring October 15. 1993. 

Restrictions on Dividends and Redemptions of Capital Stock: 

Under the Tennessee General Corporation Act currently in effect 
(the “Act”), dividends may he paid out of unreserved and 
unrestricted earned surplus. The Company had an accumulated 
deficit of $18,235,000 in its earned surplus account at January 31, 
1987. Under the Act, a corporation’s earned surplus is restricted to 


the extent earned surplus is used as a measure of its right to 
purchase its own shares, so long as such shares are held in irs 
treasury. At January 31, 1987 the Company held 488,464 shares of 
common stock in its treasury for which there w-as a restriction of 
$17,857,000 against its earned surplus account. 

The Act also permits the payment of dividends out ot net earnings 
of the current fiscal year and the immediately preceding fiscal year 
taken as a single period. The Company’s consolidated net earnings 
for the fiscal year ended January 31, 1987 were $20,426,000. 

In addition, cumulative preferred dividends may he paid out of 
capital surplus if there is no earned surplus. The Company's capital 
surplus, determined under the Act, was $26,478,000 at January 31, 
1987. 

Under the recently enacted Tennessee Business Corporation Act. 
which becomes effective October 1, 1987 and will replace the 
Tennessee General Corporation Act, distributions to shareholders 
will he permitted if, after giving effect thereto, the corporation's net 
assets would he sufficient to satisfy the preferential rights upon 
dissolution of shareholders whose preferential rights are superior to 
those receiving the distributions. 

The Company’s charter provides as to each class of preferred stock 
that no dividends may he paid and no shares may he redeemed or 
otherwise acquired for value if there are dividend or redemption 
arrearages on any senior or equally ranked stock. The order of 
seniority of the various classes is as follows: $4.50 Cumulative 
Convertible Preferred; $4.25 Series A; $6.00 Series B; $6.00 Series 
C; $2.30 Series 1 and $4.26 Series 2; $4.75 Series 3; $4.75 Series 
4; S4.75 Series 5; $1.50 Subordinated Cumulative Preferred; and 
Employees' Subordinated Convertible Preferred. 
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Note 11 Redeemable Preferred Stock and Other 
Capital Stock, Continued 

The indenture relating to the Company’s 9.75% notes due October 
1993 limits dividends and acquisitions of the Company's capital 
stock after July 31, 1983, with certain exceptions, to the aggregate, 
alter July 31, 1983, of 25% of the first $10,000,000 of Consolidated 
Net Income, 50% of the next $25,000,000 of Consolidated Net 
Income, 75% of the next $25,000,000 of Consolidated Net Income, 
and 100% of Consolidated Net Income in excess of $60,000,000 
plus the net proceeds from the issuance or sale of the Compand 
capital sriH:k The principal exceptions to the toregoing restrictions 
are fixed dividend and sinking fund payments on the Company’s 
cumulative convertible preferred stock and subordinated cumulative 
convertible preference stock and exchanges for other shares of 
capital stock of the Companv. At January 31, 1987, under the 9.75% 
indenture, Consolidated Net Income and net proceeds from the 
issuance or sale of the Company's capital stock since July 31, 1983 
amounted to $3,610,000. 


The indenture relating to the Company's 14.25% and 15.25% notes 
due December 1994 contains similar but less restrictive limitations. 

The Company’s letter of credit agreement and security agreement 
(See Note 7) permits no dividends or acquisitions of the Company's 
capital stock, subject to the same exceptions provided in the 
indenture relating to the Company's 9.75% note due October 1993. 

Redemption arrearages (excluding dividend arrearages) at January 31, 
1987 amounted to $21,546,000 of which $11,746,000 was applicable 
to subordinated serial preferred stock, Series 2, and $9,800,000 was 
applicable to subordinated serial preferred stock, Series 5. 


Dividend arrearages at January 31, 1987 applicable to preferred stock were as follows: 


Senes or 

Date Dividends 


Arrearage at Januan 51, 1987 

Class \il Stock 

Paid to 

Per Share 


Aggregate 

$2.30 Senes 1 

Januan 31. 19/5 

27.60 


$ 2,464.294 

$4.26 Senes 2 

Januan 31. 1975 

42.12 


6,968,164* 

$4.75 Series 3 

January 31. 1975 

57.00 


4,565,506 

$4.75 Series 4 

Januan 31. 19/5 

57.00 


5,741,956 

$4.75 Senes 5 

Januan 31. 19/5 

57.00 


5,611,018* 

$1.50 Subordinated 

Januan 31, 19/5 

18.00 


1,890 

Total 




$2), >52,608 

amounts ore included m the earning luiues of redeemable preferred sroefc 

m the o m.soluiiitJ hiiaruv 'hecr 




Changes in the Shares of the Company's Capital Stock 








Common 

Preferred 




Stock 

Stock 

Issued at July 31, 1983 



14,908,085 

1,441,215 

Redemption ot >4 30 Preferred 




(998) 

Exchanged tor debentures 



•0- 

(16) 

Issued with debt offering 



600,000 

-0- 

Options and warrants exercised 



25,313 

-0- 

Issued ar July 31, 1984 



15,533,398 

1,440.201 

Redemption of >4.50 Preferred 



■0* 

(998) 

Options and waTants exercised 



35.866 

4 

Issued ar Januar. 31, 1985 



15.569.264 

1.439,203 

Redemption ol >4.50 Preferred 



•0- 

(998) 

Options and warrants exercised 



18,021 

•0- 

Exchanged tor debentures 



-0- 

(9) 

Issuances 



-0* 
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Issued at Januan 31, 1986 



15,587,285 

1.438,215 

Redemption of $4.50 Preferred 



& 

(998) 

Options exercised 



75,000 

'O' 

Exchanged tor debentures 




(75) 

Issued ar Januan 31, 1987 



15,662,285 

1.417,142 

Levs treasury shares 



488,464 

•0- 

Outstanding at Januan 31, 1987 



15,173,821 

1,437,142 
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Note 12 
Income Taxes 


Income rax expense is composed of the following: 





Six Months 

Twelve Months 



Twelve Months 

Ended 

Ended 



Ended lanuary 31. 

January 31. 

July 31. 

In Thousands 

1987 

1986 

1985 

1984 

U. S. federal 

$ 5,199 

S -0- 

$ 172 

$ 5,395 

Canadian 

3,621 

5.791 

2,414 

3,800 

Other foreign 

223 

84 

104 

177 

State 

583 

101 

110 

262 

Total income taxes 

9,626 

5,976 

2,800 

7,634 

Extraordinary credit - U. S. federal 

(5,199) 

4 

(172) 

(3,393) 

Net Income Tax Expense 

S 4,427 

$ 5,976 

S 2.628 

$ 4,239 


The U.S. federal income tax provisions on pretax earnings are 
offset by the extraordinary credits which reflect utilization of net 
operating loss carryforwards resulting from losses incurred by U.S. 
operations in prior years. 

After giving effect to the gain on the sale of its Canadian 
operations, the Company has net operating loss carryforwards of 
SI 1.250,000 available through January 31. 2002 to offset future 
U.S. taxable income. 


In addition to its net operating loss carryforwards, the Company has 
recorded in its financial statements other losses and expenses 
amounting to $45,693,000 which will be deductible for federal 
income tax purposes in future years. These timing differences 
include pension expense, transactions affecting the provision for 
discontinued operations, a provision for environmental proceedings 
and numerous smaller items. 


Note 13 

Retirement Plans and Other Postretirement 
Benefits 

The Company-sponsored pension plan expenses were $2,444,000 for 
the fiscal year ended January 31, 1987, $3,191,000 for the fiscal 
year ended January 31, 1986, $2,116,000 for the six-month period 
ended January 31. 1985 and $4,230,000 for the fiscal year ended 
July 31, 1984. 

Accumulated plan benefit" and plan net assets as of December 31, 
1985 (the date of the most recent actuarial valuation) and 
December 31, 1984 are presented below: 


!?■ 7n''t<.wnd'. 

ms 

1984 

Actuarial proem value ot leamuibleJ plan benefits 
Voted 

$75,965 

$73,373 

Nonu*>tevl 

607 

909 

Totals 

$76,572 

174,2*: 

Net Assets Available for Benefits 

$77,040 

$68,784 


The weighted average assumed rate of return used in determining 
pension expense was increased to 9.5% for the plan year ended 
December 31, 1985 from 8% foT the preceding plan year. The net 
effect of the change was to decrease pension expense by 
approximately $1,053,000 (S.07 per share) for the fiscal year ended 
January 31, 1986. 

The information presented above does not include amounts 
applicable to discontinued operations. The liability for such future 
pension costs is included in the provision for discontinued 
operations (Note 10). 

The Company also contributes to multiemployer pension plans 
applicable to most hourly-paid employees covered by collective 
bargaining agreements. Actuarial calculations have not been made 
to determine the Company’s portion of the excess of the actuarial 
present value of accumulated plan benefits over the net assets of 
the plans available for such benefits. 

In addition to providing pension benefits, the Company provides 
health care benefits for early retirees and life insurance benefits for 
retired employees. The cost of retiree healrh care and life insurance 
benefits is recognized as expense as claims are paid. These expenses 
were: $1,194,000 and $1,192,000 for the fiscal year" ended January' 
31. 1987 and 1986, respectively, and $633,000 for the six months 
ended January 31. 1985. 
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Note 14 

Employee Stock Plans 

The shareholders of the Company have approved the Key 
Executives Stock Option Plan, under which key executive 
employees selected by the Compensation G>mmirtee of the Board 
of Directors were granted stock options, and several stock purchase 
plans enabling employees to purchase shares ot common or 
employees’ preferred stock. The principal stock purchase plans are 
Employees’ Incentive Plans A and B 


Activity under the Key Executives Stock Option Plan was as 
follows: 



1987 

Twelve Months Ended 
lanuarv 31. 

1986 

Options outstanding ar 

beginning i>t period 

5)8,500 

603,250 

Options exercised 

(75,000) 

4 

Options expired 

(1)1,000) 

(64.750) 

Total Shares Outstanding 

and Reserved 

))2,500 



No further options may be granted. The options outstanding at 
January 31, 1987 were held by 60 individuals and expire as follows: 


Expiration 

Date 

Share' Subject 
to Opr ion 

Option 

Price 

Options Exercisable 
as of January' 31, 1987 

October 20. 1990 

25,000 

4.75 

25.000 

November 2, 1990 

7,500 

5.00 

7.500 

July 21, 1991 

15,000 

8.50 

15,000 

October 26, 1992 

31,500 

4.63 

31,500 

October 11, 1993 

120,500 

9.75 

90.375 

October 9, 1994 

133,000 

6.50 

66.500 

Totals 



235,875 


Payments on Employees’ Incentive Plans A and B stock purchase accounts have been 
indefinitely deterred Employee stock purchase accounts under all stock purchase plans 
amounted to $17,136,000 and $17,239,000 at January 31. 1987 and 1986. respectively, 
and wen- secured ar January 31. 1987 by 788,663 employees’ preferred shares and 
23.410 common shares. Ni» further sales of shares under the stock purchase plans are 
contemplated. 


Note 15 

Legal Proceedings 

An administrative order has been issued against the Company bv 
The Tennessee Department of Health and Environment under the 
State's Hazardous Waste Management Act. Under that order the 
Company is required to take certain remedial actions as a result of 
the disposal, in a rural area near Nashville, Tennessee, of certain 
chemical waste material generated by a former operating division of 
the Company. The G>mpanv recorded a S6.2 million liability in its 
financial statements for the fiscal year ended January 31, 1986 to 


cover the estimated costs of remedial actions it will likely he 
required to rake. This amount does not include any costs or damages 
which may result from private court actions. The Company’s plan of 
investigation of the site was approved by State authorities in 
December 1986. 

Eight separate civil actions have been filed against the Company on 
behalf of 32 individuals who reside or own property near rhe waste 
disposal site. The plaintiffs in those actions seek compensatory and 
punitive damages aggregating $37.6 million. 
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Genesco Inc. cuul Consolidated Subsidiaries 


Notes to 

Consolidated 

Financial 

Statements, 

Continued 


Note 16 

Business Segment Information 

Divested operations consist of the Valmore 
June 1986, the General Adhesives division 
the Canadian subsidiary which was sold on 

and Capitol Products divisions which were sold in April 1986, the Camp division which was sold in 
which was sold in October 1986, the Wood & Hyde division which was sold in January 1987, and 
February 6. 1987. 


Twelve Months 

Six Months 
EndeJ 

Twelve Months 
Ended 


Ended 

lanuan 31. 

Januan, 31, 

July 31, 

h ThmiurJs 

1987 

1986 

1985 

1984 

Sales to l naffiliated Customers: 

Rn»r wear: 

Shoo and accessories 

Retail 

$187,581 

$180,574 

$ 96,679 

$188,932 

Wholesale and manufacturing 

114,2)8 

120,020 

64.914 

149,881 

Total footwear 

301,6)9 

300.594 

161.591 

338,81 3 

Tailored clothing 

93,336 

94,619 

57.797 

109,289 

Divested operations 

119,614 

143,073 

77.932 

158,162 

Totals 

$514,589 

$538,486 

$297,372 

$606,2n4 

Pretax Earnings (Loss): 

Footwear: 

Retail 

$ 3,486 

$ (5.050* 

$ 5,791 

$ 13,5^4 

Wholesale and manufacturing 

3,747 

(5,380* 

658 

4,547 

Total footwear 

7,2)3 

(10,4303* 

6,449 

18,101 

Tailored clothing 

2,503 

(6,88 33* 

2,244 

4,489 

Interest expense 

(11,7821 

112.5513 

(6,117) 

(12,5173 

G*rporate staff and other corporate expenses 

(6.199) 

(1 3,7573** 

(2,546) 

(7.3263 

Divested operations 

Operating result' 

4,349 

13,787 

7,146 

15.931 

Gams on siles ol divested operations 

19,116 

-0- 


-0- 

Totals 

$ 15,220 

$(29,834) 

$ 7.176 

8 13.678 

*!nduuV\ TtsmicniriTic tsr>n< Hi ftiliiHui: F«* tuvar Rduif- 

-54.T53 000; iWuear Whtmais and NtunuJuctHnng— $5 4 J 1 . 1 W; Tiflluwd ITWIunj;- 

54 462 000 




w '\'’.uidcs $f> 200.000 fr Tnuwir, fiT iT}UT<<tmcnud pr>\tcdtn»s 
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Genesco Inc. tinJ Consolidated Subsidiary 


Notes to 

Consolidated 

Financial 

Statements. 

Continued 


Note 16 

Business Segment Information, Continued 





Six Months 

Twelve Months 


Tuelv 

e Months 

EnJed 

Ended 


Ended |.i 

muarv 41, 

Januarv 41. 

July 41, 

In Thnuiuruh 

198? 

1986 

1985 

1984 

Assets: 





Knitwear: 






5 65,466 

$ 66,041 

i 66,752 

$ 62,709 

Wholesale and manufacturing 

57,701 

62.82S 

h^.74^ 

80.446 

Total footwear 

125,167 

128,872 

146.495 

144,145 

Tailored clothing 

59,581 

66,795 

78.240 

84,895 

Cirporatc assets 

107,511* 

49.181 

56.844 

46,859 

Divested operations 

-iV 

44,916 

50.980 

54,542 


$290,059 

$284,764 

$422,549 

021.441 

Depreciation and Amortization: 

Kmtwear 

$ 6.296 

$ 6,425 

$ 2.940 

> 5.950 

Tailored Clothing 

1,607 

1,691 

807 

1.495 

G»rporate 

156 

165 

86 

154 

Divested operations 

2,062 

2.406 

1.175 

2.476 

Totals 

$ 10,101 

5 10,587 

$ 4,998 

5 10,074 

Additions to Plant, Equipment 





and Capitalized Lease Rights: 





Knitwear 

$ 5,222 

$ 6.055 

S 2,970 

$ 4.164 

Tailored clothing 

1,162 

414 

495 

1.499 

Girporate 

140 

216 

50 

94 

Divested operations 

2,679 

4,156 

1.644 

1,769 

Totals 

$ 7,205 

$ 9,744 

$ 5.049 

$ 7.525 


'ItUilJiS i- ftVrittlNi / $t»* M9.i\Y Set' \>U I 



Twelve Months Ended January Jl, 


Sales 

1987 


Twelve Months Ended January 31, 
Operating Profit 
1987 


January 3l f 


Assets 

1987 


Footwear Retailing 

Footwear Wholesale 
& Manufacturing 
Tailored Clothing 


47% 

29% 

24% 


36 % 

38% 

26% 


Footwear Retailing 

Footwear Wholesale 
& Manufacturing 
Tailored Clothing 


Footwear Retailing 

36% 

Footwear Wholesale 


& Manufacturing 

32% 

Tailored Clothing 

32% 
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Gcncscn Inc, und Consolidated Subsidiaries 


Notes to 

Consolidated 

Financial 

Statements, 

Continued 


Note 17 

Quarterly Financial Information (Unaudited) 


Twelve Months 
EnJc-a l .miK tQ V ;j 


in Thousands 

1987 

W86 

Nor sales 

Quarter Ended April 30 

$123,717 

$128,630 

Quarter Ended July 

127,580 

131,634 

Quarter Ended October 31 

130,864 

139,806 

Quarter Ended January 31 

132,428 

138.416 

I'tal Fiscal Year 

$514,589 

$338,486 

Gross margin 

Quarter Ended April 30 

$ 43,686 

$ 43,277 

Quarter Ended Julv 31 

46,026 

43,334 

Quarter EnJed October 31 

48,469 

30,834 

Quarter Ended January 31 

50,863 

47.728 

Total Fiscal Year 

$189,044 

5187,40 

Pretax earnings (loss) 

Quarter Ended April 30 

$ (4,8481 

5 (4.441) 

Quarter Ended July 31 

1,540(1) 

(8.005H41 

Quarter Ended October 31 

2,696 

(8.635)(5) 

Quarter Ended January 31 

15,832(2) 

(8,73 3) 

Total Fiscal Year 

$ 15,220 

$(29,834) 

Earnings (loss) before discontinued operations and extraordinary credit 

Quarter Ended April 30 

$ (5,736) 

5 (3,263) 

Quarter Ended Julv 31 

(213) 

(9.618) 

Quarter Ended October 31 

1,459 

(10.099) 

Quarter Ended January 31 

10,084 

(10,830(6) 

Total Fiscal Year 

$ 5,594 

5 (35,810) 

Earnings (loss) before extraordinary credit 

Quarter Ended April 30 

$ (5,736) 

5 (3.263) 

Quarter Ended July 31 

(213) 

(9.618) 

Quarter EnJeJ October 31 

11,092(3) 

(10,099) 

Quarter Ended January 31 

10,084 

(8 949)(7) 

Total Fiscal Year 

$ 15,227 

5(33.929) 

Net earnings floss) 

Quarter EndeJ April 30 

$ (5,736) 

5 (5.263) 

Quarter EndeJ July 31 

(213) 

(9.618) 

Quarter Ended October 31 

11,092 

(10,099) 

Quarter Ended January 31 

15,283 

(8,949) 

Tiral Fiscal Year 

$ 20,426 

5(33.929) 


(1) Includes $4,600,000 gain on sale of divested operation (Note 10). 

(2) Includes $14,069,000 gain on sale of divested operations (Note 10). 

(3) Includes $9,633,000 gain from excess provision for discontinued operations (N\ite 10). 

(4) Includes $4,462,000 loss from provision for tailored clothing restructuring (Note 10). 

(5) Includes $9,764,000 loss from provision for footwear restructuring (Note 10). 

(6) Includes $6,200,000 loss from provision for environmental proceedings (Note 15). 

(7) Includes $1,881,000 gain from excess provision for discontinued operations (Note 10). 
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Geneseo Inc and Consolidated Subsidiaries 


Notes to 

Consolidated 

Financial 

Statements, 

Continued 


Securities 
Information- 
Common Stock 
New York and 
Midwest Stock 
Exchanges 


Note 17 

Quarterly Financial Information (Unaudited), Continued 


Twelve Months 
Ended l.nuiary 3|, 

i 98 ? m 


Earnings (loss' per common share (alter preferred Ji\ idenJ requirements): 

Primary: 

Before disconnnued operations and extraordinary credit 


Quarter Ended April 30 

$ (.41) 

$ (.38) 

Quarter Ended July 31 

$ m 

$ (.67) 

Quarter Ended October 31 

$ .06 

$ (.70) 

Quarter Ended January 31 

$ .6) 

$ (.75) 

Total Fiscal Year 

$ .2} 

$(2.51) 

Before extraordinary- credit 



Quarter Ended April 30 

$ (.41) 

$ (.38) 

Quarter Ended July 31 

$ m 

$ (.67) 

Quarter Ended October 31 

$ .69 

$ (.70) 

Quarter Ended January 31 

$ .6) 

$ (.63) 

Total Fiscal Year 

$ .86 

mm 

Net earnings (loss) 



Quarter Ended April 30 

$ (.41) 

$ (.38) 

Quarter Ended July 31 

S (.OS) 

$ (.67) 

Quarter Ended October 31 

$ .69 

$ (.70) 

Quarter Ended January 31 

$ .91 

$ (.63) 

Total Fiscal Year 

$1.20 

$(2.39) 

Fullv diluted: 



Before discontinued operations and extraordinary credit 



Quarter Ended April 30 

$ (.41) 

$ (.38) 

Quarter Ended July 31 

$ m 

$ (.67) 

Quarter Ended October 31 

$ .07 

$ (.70) 

Quarter Ended January 31 

5 .59 

$ (.75) 

Toral Fiscal Year 

5 .n 

$(2.51) 

Before extraordinary credit 



Quarter Ended April 30 

$ (.41) 

$ (.58) 

Quarter Ended July 31 

$ (.05) 

i (-67) 

Quarter Ended October 31 

$ .65 

i (.70) 

Quarter Ended January 31 

$ .59 

$ ( 65) 

Total Fiscal Year 

$ .82 

5(2.59) 

Net earnings < loss) 



Quarter Ended April 30 

$ (-41) 

$ (.38) 

Quarter Enced July 31 

$ (.0$) 

$ (.67) 

Quarter Enced October 31 

$ ,6S 

$ (.70) 

Quarter Enced January 31 

$ .89 

$ (.63) 

Total Fiscal Year 

$1.14 

$(2.39) 



Fiscal 1987 

High Low 

Fiscal 1986 

High Low 

Quarter ended April 30 

4 1/4 

2 3/4 

6 1/2 

4 1/2 

Quarter ended July 31 

i 3/8 

21/8 

5 

J 1/2 

Quarter ended October 31 

J 7/8 

) 

4 1/4 

2 3/4 

Quarter ended January 31 

4 1/8 

} 1/8 

4 

2 7/8 


Approximate number of common stockholders of record: 22,000 
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Charm Step 
Easy Street 
Flagg 

Foot Scene 

Hardy 

Jarman 

Johnston & Murphy 

Journeys 

Laredo 

Mine 

Wrangler 


Chaps by Ralph Lauren 
Colours by Alexander Julian 
Donald Brooks 
Kilgour, French & Stanbury 
Lanvin of Paris 
Perry Ellis 
Phoenix 
Polo University 
by Ralph Lauren 












William S. Wire, II 

C/wimum, J-Yesident, and Chief Executive Officer 

William Dragon Jt 

Executive Vice President 

Larry B. Shelton 

Executive Vice President 

Thomas B. Clark 

Vice President and General Counsel 

Richard L Daniels 

Vice President 

James S. Gulmi 

Vice President'Finance and Treasurer 

Don R. Martin 

Vice President'Human Resources 

Robert E. Brosky 

GmtTolleT and Chief A xounting Officer 

William C O'Conner 

Secretary 


Corporate Office Form 1(VK 

Genesco Park Each year Genesco files with the Securities 

Nashville, Tennessee 37202 and Exchange Commission a Form 10-*' 

(615) 367-7000 which contains more derailed informat 



shareholder who would like to receive without chaige 
a single copy (without exhibits) or who would 
like extra copies of any Genesco shareholder 
publication should send a request to: 


Cable Address 

GENCORP Nashville 


Telex Number 

Nashville, Tennessee 554405 


Corporate Public Relations 
Genesco Inc. 


Transfer Agent and Registrar 

Common and Preferred Stocks 
For information or assistance regarding 
individual stock records, transactions, change 
of address, or stock certificates, contact: 
Morgan Shareholder Services 
Stock Transfer Department 


Genesco Park, Room 478 
Nashville, Tennessee 37202 
(615) 367-8281 


New York Stock Exchange 
Symbol: GCO 


30 West Broadway 
New York, New York 10015 
(212) 587-6469 

Independent Accountants 

Price Waterhouse 
First American Center 
Nashville, Tennessee 37238 
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of 

Directors 


Sidney Davidson 

Arthur Young Distinguished 
Service Professor 
Graduate School of Business 
University of Chicago 
Chicago. Illinois 


John Diebold '' 1 2 3 4 5 


Chairman and President 
The Diehold Cmmp, Inc. 
(Management Consultants) 
New York, New Yi*rk 


William Dragon. Jr. 


Exccunve Vice President 
Gcnesco Inc. 
Nashville. Tennessee 


Harry D. Garber 1 r '' 

Vice Chairman 
The Equirahlc Lite Assurance 
Society of the United Stares 
New York, New York 



J. Owen Howell. Jr. ' Larry B. Shelton 

President Executive Vice President 

Howell Si Sons Gmstroction Gimpanv Gcncsco Inc. 

Nashville, Tennessee Nashville. Tennessee 



Richard A. Voell*’ 15 ‘ Edward E. Watson r 15 

President and Chief Executive Officer Retired Chairman and Chief Executive Officer 
The Rockefeller Group The Boston Store, and Retired 

(Real Estate and Gmimunicatiom) Vice President. Federated Department Stores 

New York, New York Milwaukee, Wisconsin 



Toby S. Wilt u 4 

Principal 

TSW Investment Company 
Nashville, Tennessee 


S. Wire. I 115 

Chauman, President. and 
Chief Executive Officer 
Gencsco Inc. 
Nashville, Tennessee 


1. Audit Gimmittee Member 

2. Compensation Committee Member 

V Executive Gtmmittec Member 

4. Finance Oxnmittee Member 

5. Nominating Gumnirtee Member 
* Gimmittcc Chairman 
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